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On Sept. 29, after several weeks of debate, the Peruvian Senate approved legislation nationalizing
10 private banks, 16 finance companies and 17 insurance companies. The law declares that banking,
insurance and finance activities are services of "public interest," and thus should be administered by
the government. The new legislation also mandates the creation of regional banks in the provinces
as a primary component of the government's "economic decentralization" policy. The Senate
version states that the legislation will become effective at the moment President Alan Garcia issues
a decree promulgating the law for expropriating the capital of the Peruvian companies held by
private stockholders. Eleven foreign banks with branches in Peru (among them US, Venezuelan,
French, British, Spanish, Japanese, Saudi Arabian banks), and a Brazilian insurance company
branch, will not be affected by the bank nationalization law. Regarding the new regional banks, the
legislation establishes that the government will control 70% of bank stock, while the remainder is
to be sold to Peruvians under a "diffused" system to avoid concentration of capital in a few hands.
The private bank stockholders have 90 days in which to sell their stocks to the government or to
private individuals. A private individual cannot hold more than 1% of total bank capital. In the case
of insurance companies, the law is somewhat more flexible. The state will hold 51% of the stock.
The remaining 49% can be owned by private shareholders, although the total percentage of shares
owned by a private individual is also subject to a ceiling. Under the legislation, the economy and
finance ministry is charged with the process of expropriation and administration of the banks under
the new system. The transition from private to public administration is expected to be complete
within a 180-day period. Next, the law stipulates the creation of a bank for the Port of Callao in Lima,
based on 30% public ownership, while 70% of the bank stock is to be held by private persons or
institutions. The creation of a bank for workers in Lima was also authorized. The Economy Ministry
was also charged with appointing temporary administrative committees to oversee operations
during the expropriations process. After the transition is complete, the ministry is to supervise the
formation of shareholder assemblies and management boards for all banks and companies affected.
The boards are to consist of representatives of the government, employees, small- and mediumsized businesses, and depositors. (Basic data from AFP, 09/29/87)
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